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Prices, Productivity, and Incomes in the United Kingdom 


The first report of the Council on Prices, Produc- 
tivity, and Incomes in the United Kingdom was pub- 
lished on February 21. The Council was appointed in 
»August 1957 with the following terms of reference: 
“Having regard to the desirability of full employment 
and increasing standards of life based on expanding 
production and reasonable stability of prices, to keep 
under review changes in prices, productivity, and the 
level of incomes (including wages, salaries, and profits ) 
and to report thereon from time to time.” 

The report states that the postwar years of economic 
success in the United Kingdom have been accompanied 
by a failure to prevent prices from rising. The price 
increase has been about 4 or 5 per cent per annum, 
for which there is no peacetime precedent in the last 
100 years of British economic history. Of the increase 
in the cost of home-produced goods between 1946 and 
1956, 49 per cent is attributable to extra wages, 19 per 
cent to extra profit income, 19 per cent to higher import 
prices, and 13 per cent to extra indirect taxes (including 
reductions in subsidies). The general increase in pro- 
duction in the period is estimated at about 3 per cent 
per annum, whereas the rise in wages and salaries is 
estimated at just under 8 per cent per annum and the 
rise in profit income at just under 7 per cent. 

According to the Council, the main cause of the ris- 
ing trend of prices and incomes since the war has been 
an abnormally high level of demand maintained for an 
abnormally long time; but whatever might have been 
the cause, the wage advances were secured by workers 
organized in powerful trade unions and using arguments 
based on preceding changes in the cost of living. That 
such unions exist and such arguments are used may 
have great importance for the near future, even if they 
should be of less importance than some people suppose 
in explaining the recent past. The habit of demanding 
large and frequent increases in monetary rewards 
grows by what it feeds on and may be found to persist 
after any technical justification for it in the state of the 
labor market has passed away. 

When considering what the general objective for the 
behavior of prices and wages ought to be, the Council 
rejects the arguments of those who hold that a reason- 
able stability of prices does not preclude a rise of 2-3 per 
cent per year, on the grounds that such an increase 
creates injustices between different sections of the com- 
munity and hampers many kinds of business dealings, 


including long-term government borrowing. These 
arguments, it claims, are decisive even for a country 
that does not have to bother greatly about its foreign 
trade position. For the United Kingdom the case seems 
clearer still, since it must make sure of keeping exports 
competitive in world markets. The Council points out 
that general price stability is compatible with moderate 
movements of particular prices in either direction. It 
recognizes that the price level may have to be allowed 
to rise in special cases: for example, if there were a 
sharp rise in the cost of imported goods and services, or 
the level of indirect taxation were raised, or it were 
decided to correct some important price distortion (e.g., 
rents), or the prices charged by some of the nationalized 
industries were too low. Aside from this, the Council 
states that it is arguable that the general level of prices 
should actually decline as productivity increases. 

The Council has no doubt that the measures taken by 
the Government in September (see this News Survey, 
Vol. X, p. 115) were fully justified and urgently 
required. It welcomes the emphasis laid on the im- 
portance of re-establishing effective control over the 
quantity of money, and says that such control is a 
necessary condition, even though not by itself a suffi- 
cient condition, for controlling the supply of loanable 
funds, and hence the stream of total demand. If effec- 
tive, the measures must have a tendency to slow down 
investment, though there is no sign so far of any reduc- 
tion in expenditure on projects already in progress. 
The Council considers that the recent change for the 
worse in the outlook for world trade renders it all the 
more important that U.K. costs of production should be 
kept under control, but it recognizes that, if a severe 
depression in the demand for U.K. exports should 
develop, difficult questions of policy would undoubtedly 
arise. 

The Council notes that the policy of damping down 
demand must be expected to lead to some reduction in 
the hours of overtime worked and in special induce- 
ments offered to attract labor. It may lead to the retire- 
ment from the labor market of a number of married 
women, and it must be expected to lead to some rise in 
the percentage of persons registered as unemployed. 
Noting that this percentage so far has risen to only 1.8, 
the Council says that no one should be surprised or 
shocked if it should rise somewhat further. In the 
opinion of the Council, it is impossible for a full and 
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flexible economic system to work efficiently without a 
perceptible (though not a catastrophic) margin of 
unemployment of this kind. 


On the question of wages, the Council believes that 
the decline in the intensity of demand will tend to mod- 
erate the insistence with which wage claims are pressed. 
It notes that a general rise in wage rates based on or 
exceeding the increase in the retail price level would 
exceed the rate of growth of productivity in any recent 
year; it would produce an upward pressure on prices; 
and it would risk damaging the external position of the 
United Kingdom. The Council, therefore, states its 


GATT and International Trade Problems 


A panel of three expert economists has been ap- 
pointed to report at the next Session of the Contracting 
Parties to the GATT in October 1958 on certain general 
trends in international trade which had occasioned con- 
cern to many of the governmental representatives at 
the last GATT Session in November 1957. Stress was 
laid in particular on the tendency for trade between the 
nonindustrial and the industrial countries to develop less 
rapidly than international trade as a whole and partic- 
ularly much less rapidly than trade between the indus- 
trial countries; the effects of wide fluctuations in the 
prices of primary products and in the export earnings 
of primary producing countries; and the wide extent 
and persistent character of agricultural protectionism. 
The members of the panel, who have been appointed to 
serve in their personal capacity, are Roberto de Oliveira 
Campos, Director of the Brazilian National Bank for 
Economic Development; Gottfried Haberler, Professor 
of Economics at Harvard University; and Jan Tinbergen, 
Professor of Development Programming at the Nether- 
lands Institute for Advanced Economic Studies. 


Source: European Office of the United Nations, Press 
Release, Geneva, Switzerland, February 21, 
1958. 


Establishment of New Tin Quotas 


To cope with the world surplus of tin, the Interna- 
tional Tin Council has announced that the first “con- 
trol period” will end on March 31, 1958 instead of on 
March 14, 1958. Total permissible exports are to 
remain at 27,000 tons, however, which means that the 
same tonnage of exports is extended for two additional 
weeks. The Council estimates that this represents a 
reduction of approximately 40 per cent in shipments 
by exporting countries, instead of 28.5 per cent. The 
Council is reported to have agreed that the second “con- 
trol period” should last from April 1 to June 30, 1958, 
and that total permissible exports during this period 
should be 23,000 tons. It is estimated that the reduc- 
tion of exports will reduce the current supply of tin 
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hope that any wage increases granted in 1958 may be 
substantially below the average of the last few years. 
On prices and profits, the Council says that it cannot 
recommend the reintroduction or introduction of physi- 
cal controls over investment, price control subsidies, or 
legislation enforcing dividend limitation or repealing 
the Rent Act of 1957. It does not believe that the 
tendency toward an increased distribution of profits and 
dividends since 1952, after a long period of no change, 
is open to criticism. 
Source: The Times, London, England, February 21, 
1958. 


below the rate of current consumption. The Council 
noted at a recent meeting that delegates had agreed to 
recommend to their governments that they consider the 
creation of a special fund, to be placed at the disposal 
of the manager of the buffer stock, to aid toward achiev- 
ing the purposes of the International Tin Agreement. 

Source: The Financial Times, London, England, Janu- 

ary 28, 1958. 


World Petroleum Production 


In spite of the disturbances connected with the clos- 
ing of the Suez Canal, world petroleum production in 
1957 reached a new record level of 881 million metric 
tons, 5.2 per cent more than in 1956. The output of 
the U.S.S.R. and the countries associated with it was 
112.6 million tons, an increase of 15.8 per cent. There 
was little change in the output of the United States and 
Mexico, but considerable increases in Venezuela and 
Europe. For the first time since the nationalization of 
the Iranian oilfields, production in Iran (35.5 million 
tons) exceeded the prenationalization level. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 14, 1958. 


Wheat Supplies and Exports of Major Exporting Countries 


Although total exports of wheat and flour from the 
four major exporting countries during the first four 
months (August-November 1957) of the Canadian 
crop year were 17 per cent less than in the same period 
a year earlier, total wheat supplies on December 1, 
1957 were 2.05 billion bushels, 10 per cent less than 
on December 1, 1956. Stocks in the United States fell 
from 1.26 billion bushels to 1.11 billion, in Canada from 
879 million to 833 million, and in Australia from 84 
million to 41 million; Argentina was the only country 
reporting an increase, from 43 million to 70 million 
bushels. The decline in stocks in Canada, following 
their rise at the end of the last crop year, was due to 
the wheat harvest in 1957 being 35 per cent lower than 
the record of the previous year. 
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Although exports of each of the major wheat coun- 
tries decreased during the first four months of the cur- 
rent crop year, the decrease was less in Canada and 
Argentina than in the United States and Australia. 
Canada’s exports fell by 2 per cent, to 103 million 
bushels, while those of the United States fell by 22 per 
cent, to 119 million bushels. Canada’s share of total 
shipments from the four countries rose to 36 per cent, 
from 31 per cent in the preceding year. 

Source: Dominion Bureau of Statistics, Weekly Bulle- 
tin, Ottawa, Canada, January 31, 1958. 


Europe 


Credit Restrictions in France 


The French National Credit Council instructed com- 
mercial banks on February 7 to limit the volume of total 
credit extended—both short-term and medium-term— 
to an amount equal to the average of the credit out- 
standing on September 30 and on December 31, 1957. 
For export credits, however, the new limit may be 
exceeded by up to 3 per cent. Although banks will not 
be penalized for exceeding the limits, they are expected 
to respect them. 

Medium-term credits for housebuilding and for ob- 
taining equipment for nationalized enterprises will not, 
in practice, be affected by the new limitations since 
most credit of these types is extended by special credit 
institutions and not by commercial banks. Measures to 
restrict such credit were taken in 1957 and in early 
1958. (See also this News Survey, Vol. X, pp. 61 
and 188.) 

Sources: Le Monde, February 8 and 9-10, 1958, and 
Agence Economique et Financiére, Febru- 
ary 10, 1958, Paris, France. 


Third French Modernization and Equipment Pian 


Before March 15, 1958 the French Government will 
submit to Parliament the third Modernization and 
Equipment Plan, which will cover the period 1958-61. 
The plan sets goals for the economy and priorities for 
different types of investment. It will be reviewed peri- 
odically in order to take into account actual develop- 
ments and changes in basic assumptions. 

The third plan makes two main assumptions for 
1958-61: (1) there will be no serious recession in the 
world economy; (2) military spending will gradually 
decrease to the level reached in 1954, and the length 
of military service will be reduced to 18 months. On 
the basis of these assumptions, the aims of the Plan are 
to attain by 1961 a balance of payments surplus on 
goods and services of F 100 billion, and total produc- 
tion which is 25 per cent higher than 1956 output. The 
production goal would be reached by increasing agri- 
cultural production by 20 per cent and industrial pro- 


duction by 30-35 per cent. As a result of the increase 
in production, the per capita standard of living would 
rise by 3-4 per cent per year. 

The attainment of these goals is considered necessary 
to permit the French economy to adjust itself to the 
changes that will result from its participation in the 
European Economic Community and from the new 
relationships with the countries and territories of the 
Outer Franc Area. It will have to result mostly from 
an increase in productivity. The working population 
will remain stable until 1961, and the effects on employ- 
ment of the demographic expansion of the last 15 
years will be felt only after that date. 


Source: Le Monde, Paris, France, February 20, 1958. 


Swiss Payment Controls 


A further relaxation of Swiss regulations on pay- 
ments subject to control became effective on January 1, 
1958. For transfers to the so-called “decentralized” 
group (which includes the majority of countries), the 
limit beyond which a transfer notification for payments 
must be submitted through an authorized bank to the 
Swiss Compensation Office was raised from Sw F 500 
to Sw F 1,000; documentary justification is required for 
payments for Swiss goods and services exceeding 
Sw F 5,000, instead of Sw F 3,000 as hitherto. 
For payments to and from the “centralized” group, 
which includes Spain, Uruguay, Greece, Turkey, and 
the Eastern European countries, the limit for docu- 
mentary justification was lowered from Sw F 3,000 to 
Sw F 1,000, except for transfers relating to trade with 
Bulgaria, Yugoslavia, and Poland, where no allow- 
ances of this kind are authorized. 

At the same time, the charges made by the Swiss 
Compensation Office have been reduced, for the “cen- 
tralized” sector from 3 per 1,000 to 2.5 per 1,000, and 
for the “decentralized” sector from 2 per 1,000 to 1.5 
per 1,000. 

Source: Swiss Bank Corporation, Bulletin, No. 61, 
Basle, Switzerland, February 1958. 


Norwegian Industrial Merger 


The Norwegian paper and woodpulp firm of Borre- 
gaard, which has plants in Norway as, well as in several 
other European countries, has bought the shares held 
by Unilever in the two Norwegian companies, DE-NO- 
FA and Lilleborg Fabrikker. The total purchase sum 
is £4.5 million, which will be paid in cash. The com- 
panies that have been acquired produce soap, detergents, 
and refined whale and herring oil, as well as various 
chemical products. As a result of the merger, Borre- 
gaard will become Norway’s largest industrial concern. 
Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 

way, February 20, 1958. 
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Norwegian Herring Catch 


Preliminary figures show that Norway’s herring catch 
in the winter herring season that ended on February 21 
amounted to about 2.4 million hectoliters. Last year, 
the catch was 5.67 million hectoliters, which was con- 
sidered very low. Not since 1943 has there been a catch 
as small as this year’s. 


Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, February 21, 1958. 


Unemployment in Sweden 


Unemployment in Sweden, which is normally above 
average in the winter, increased in the middle of Janu- 
ary to 59,300, the highest number recorded at that time 
of the year since 1953; this amounted to 3.8 per cent of 
the total number of persons insured against unemploy- 
ment. By the middle of February, the number of un- 
employed had decreased to 56,000. About half the 
number of the unemployed insured workers are in the 
building industry, which always shows seasonal fluctua- 
tions owing to winter weather conditions. In the north- 
ern parts of the country, the number of unemployed has 
decreased by 2,500 since the middle of January. 
Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 

January 30, 1958; Svenska Dagbladet, Stock- 
holm, Sweden, February 20, 1958. 


Finnish Borrowing from the United States 


The Finnish Government has announced that Finland 
has obtained a loan of Fmk 3.5 billion (US$14 million) 
from U.S. holdings of Finnish markkas which were 
acquired by the sale to Finland of surplus agricultural 
goods under Public Law 480. The loan is for 40 years 
and interest, which becomes payable only after 3 
interest-free years, is at the rate of 3 per cent. The 
main part of the loan will be used to finance the ¢on- 
struction of a power plant. 


Source: Hufvudstadsbladet, Helsinki, Finland, Febru- 
ary 19, 1958. 


West German Tax Reforms 


In connection with publication of the 1958-59 Cabi- 
net proposal for the federal budget, the Government of 
the Federal Republic of Germany has proposed plans 
for certain tax revisions aimed at increasing savings and 
strengthening the capital market. One of the main pro- 
visions is to tax married couples, along lines similar 
to those of the U.S. tax system. Under this system, the 
incomes of husband and wife are added together and 
divided by two, the tax payable being twice the amount 
due on the halved income. The adoption of this method, 
coupled with increased allowances, is expected to free 
nearly three million taxpayers from liability to income 
and wage taxes. Also, it is proposed that the corpora- 
tion tax rate be reduced from 30 per cent to 11 per 


cent on distributed profits and raised from 45 per cent 
to 47 per cent on undistributed profits. The objective 
is to revive the share market and thereby help to re- 
place self-financing, to some extent, by financing 
through the capital market. A bill designed to en- 
courage savings provides for a 20 per cent premium on 
savings deposited for five years. The maximum prem- 
iums would be DM 250 a year for single persons and 
DM 500 for married couples. In certain cases, the 
initial acquisition of shares will also qualify for savings 
premiums. Other measures to strengthen the capital 
market include the introduction of tax-free allowances 
for capital assets assessed for property tax and the 
reduction of the company tax from 3 per cent to 1% 
per cent. As far as possible, the measures would be 
retroactive to January 1, 1958. The new law for the 
encouragement of savings, however, would not be 
effective until January 1, 1959. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

February 2, 1958. 


Employment in West Germany 


Average employment in West Germany in 1957 was 
18.6 million, 3.1 per cent more than in 1956. The im- 
portance of female labor in Germany has steadily in- 
creased in recent years. Between 1950 and 1957, when 
the number of men employed increased by 27.6 per 
cent, the number of women employed rose by 50.8 per 
cent. The ratio of employed women to total employ- 
ment increased from 30.1 per cent to 33.8 per cent. 

During December 1957 the number of unemployed 
increased by 733,750, to a total of 1,212,866, which 
was 124,224 more than at the end of 1956. This in- 
crease was concentrated in the building industry, where 
the number of men unemployed (479,833) exceeded 
the number at the end of 1956 by 127,345. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 15 and 30, 1958. 


East German Currency Exchange 


An interim report on the results of the East German 
currency exchange of October 13, 1957 (see this News 
Survey, Vol. X, p. 156) states that, according to official 
East German figures, some 500 million marks were not 
exchanged, and have, therefore, become worthless. Of 
this total it is estimated that about one tenth was held 
by people in West Germany. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, January 17, 1958. 


Middle East 


Cotton Situation in the Sudan 


Despite an increase from 2.1 million kantars in 
1955-56 to 2.9 million kantars in 1956-57 in cotton pro- 
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duction in the Sudan (1 kantar=99.05 pounds), total 
cotton exports dropped from the record figure of 
614,000 bales in 1956 to 314,000 bales in 1957. Of 
the 662,000 bales classified for export, the total sold 
in the 1957-58 season up to January 24 amounted to 
452,000 bales, leaving a carry-over of 210,000 bales. 
During the first eight months of trading in the 1957-58 
season, sales were unusually low and only about 30 
per cent of the crop was disposed of. The situation 
improved rapidly after November 19, when the fourth 
price reduction of the season came into force (see this 
News Survey, Vol. X, p. 197), and 30 per cent of the 
crop was disposed of during a period of two months. 
However, since January 13, cotton sales have again 
been slow, and a substantial carry-over into the new 
season seems likely. Reports continue to indicate a 
smaller crop during the current year. 

Source: Middle East Economic Digest, London, Eng- 

land, January 31, 1958. 


Development Projects in Jordan 


The expansion of phosphate mining to an annual 
output of | million tons by 1960 is given top priority 
in Jordan’s development program. This project has 
been the subject of an agreement with a Yugoslav or- 
ganization which will provide the technical assistance 
needed for the attainment of the desired output, as 
well as for the construction of a superphosphate plant 
in Jordan. Phosphate production in 1957 rose to 
362,000 tons, from 208,000 tons in 1956. 

The Arab Potash Company has awarded a contract 
to a British firm to construct a pilot plant with a capa- 
city of 500 tons and to conduct studies relevant to the 
construction of a potash plant with an annual capacity 
of 50,000-70,000 tons of potash, caustic soda, and 
common salt. The cost of the project is estimated 
at about JD 4.5 million, of which JD 1.0 million has 
already been subscribed by various Arab Governments. 

The Jordan Petroleum Refinery Company has invited 
tenders from several international firms for the con- 
struction of a refinery near Amman (see this News 
Survey, Vol. X, p. 198). Also, Parliament has ratified a 
55-year oil concession covering one third of Jordan’s 
area granted to Mr. G. Zimeri last November; the 
concession will be operated by a U.S. group. 

Sources: Middle East Economic Digest, London, Eng- 
land, January 31, 1958; Le Commerce du 
Levant, Beirut, Lebanon, February 8, 1958. 


Import Licensing in Iraq 


The Directorate General of Commerce of Iraq has 
announced that, under the import licensing program for 
1958, import allocations for the hard currency area 
amount to ID 18.1 million (ID 1=$2.80), a decrease 


of ID 0.9 million from 1957. The major classifications 
and amounts allocated are as follows: cars, accessories, 
and spare parts, ID 7.14 million; agricultural and in- 
dustrial machinery, ID 3.54 million; imports of gov- 
ernment and semigovernment agencies, ID 3.00 million; 
electrical machinery and technical equipment, ID 1.48 
million; used clothing and textiles, ID 1.23 million; and 
medicines and raw materials, ID 0.77 million each. The 
main difference between allocations for 1958 and those 
for 1957 is a decrease of ID 0.65 million in 1958 for 
cars, accessories, and spare parts. 

Source: The Iraq Times, Baghdad, Iraq, January 11, 

1958. 


Paper Manufacturing in Iraq 

The Development Board of Iraq has authorized the 
Ministry of Development to take the measures neces- 
sary for the establishment of a paper manufacturing 
plant with an initial annual capacity of 25,000 tons and 
an ultimate annual capacity of 30,000 tons; the cost 
of the plant is estimated at more than ID 3 million 
(ID 1=$2.80). Iraq’s total consumption of paper in 
1956 was 21,204 tons, all of which was imported at a 
cost of ID 5.5 million. The plant is expected to begin 
operations in 1961, when Iraq’s consumption of paper 
is expected to increase to about 60,000 tons per year. 
Source: The Iraq Times, Baghdad, Iraq, February 4, 

1958. 


Far East 


India’s Foreign Indebtedness 

India’s Deputy Minister for Finance stated in the 
Lower House of Parliament on February 18 that the 
country’s total foreign indebtedness amounted to 
US$464.8 million, distributed as follows: United States, 
$233.8 million; International Bank for Reconstruction 
and Development, $172.3 million; Federal Republic of 
Germany, $27.6 million; U.S.S.R., $27 million; and 
United Kingdom, $4.1 million. These figures do not 
include deferred payment liabilities estimated at $81.9 
million in the private sector and $47.5 million in the 
public sector. 
Source: Information Service of India, /ndiagram, 

Washington, D. C., February 19, 1958. 


Indian Import Policy 


Addressing the Import Advisory Council on Febru- 
ary 8, India’s Minister for Commerce and Industry 
stated that there was little likelihood of any basic de- 
parture from the current policy of severely restricting 
imports. He indicated, however, that he would examine 
the possibility of marginal changes to relieve genuine 
hardship cases. The Minister further announced that 
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imports of raw materials for existing industries would 
be accorded a higher priority than capital goods for 
new enterprises. Due attention would be given to the 
need to procure essential component parts for the 
motorcar and other industries, but such imports would 
be authorized only where it was established that items 
of the required quality were not available locally. 

Source: The Times of India, Bombay, India, Febru- 

ary 9, 1958. 


Flood Damage to Rice in Ceylon 


It is estimated that, out of a total of 840,000 acres 
of paddy land in Ceylon which had been cultivated for 
the spring paddy crop of 1958, 250,000 acres were 
completely destroyed by floods in December 1957. 
About 7.5 million bushels of paddy, at approximately 
Rs 90 million, were lost to cultivators. The Govern- 
ment will have to purchase 70,000 tons of rice from 
abroad, in addition to the 420,000 tons that it has 


already contracted to buy from Mainland China, Burma, 
and Egypt. 


Sources: Ceylon News, Colombo, Ceylon, January 23 
and 30, 1958. 


Rice Exports by Cambodia 


Cambodian rice shipments authorized through the 
third quarter of 1957 amounted to 197,000 tons, valued 
at $16.4 million. Shipments of rice and rice brokens, 
which were discontinued late in the year in order to 
offset a possible decline in 1957-58 production, were 
resumed in January. Final estimates of the 1957-58 
crop are not yet available, but in November, when 
weather conditions were favorable, a crop of some 
1.1 million tons was forecast, i.e., 10 per cent better 
than earlier forecasts. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., February 10, 1958. 


Viet-Nam's Exchange Rate Policy 


The exchange rate of the Viet-Namese piastre in 
relation to the French franc has been changed from 
10 francs per piastre to 12 francs. The U.S. dollar 
rate remains unchanged at 35 piastres and the sterling 
rate at 98 piastres. The change in the piastre-franc rate 
is expected to facilitate the normalization of commercial 
and financial relations between Viet-Nam and France; 
it will lower the prices of French imports and thus 
permit a revival of Viet-Nam’s demand for French 
goods. The corresponding increase in Viet-Nam’s ex- 
port prices is not expected to damage the market for 
Viet-Nam’s rubber and rice in France, which continues 
to accord preferential treatment to these imports. 
Source: Marchés Tropicaux du Monde, Paris, France, 

January 25, 1958. 
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Import Restrictions in Viet-Nam 


In order to protect domestic products, the Govern- 
ment of Viet-Nam has prohibited the import of such 
staples as coffee, tea, resin, and turpentine, and also 
such manufactures as cigarettes and manufactured to- 
bacco, toothpaste, soap, matches, rice paper, and cer- 
tain oriental drugs. Prior to this measure, the importa- 
tion of these manufactured articles had been restricted 
by banning the purchase at the official rate of exchange 
of currencies to pay for these imports; importers, how- 
ever, could purchase high-cost EFAC currencies, and 
they found a market for the goods because of con- 
sumers’ preference for the foreign products. 

Coffee imports were banned more than six months 
ago in an effort to protect the coffee distributing or- 
ganization, the Confederation of Christian Workers 
Union. By giving this Organization sole purchasing 
and distributing rights, the attempt has been made to 
eliminate Chinese middlemen who formerly handled 
the coffee trade. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., January 20, 1958. 


Taiwan's Foreign Exchange Remittances 


The Bank of Taiwan has reported that outward re- 
mittances from Taiwan in 1957 were equivalent to 
US$47.9 million: government expenditures accounted 
for 32.8 per cent; transportation for 28.9 per cent; film 
rentals and other services, 7.5 per cent; payments of 
interest from subsidiaries, 4.5 per cent; insurance prem- 
iums and claims, 1.8 per cent; donations, 1.4 per cent; 
foreign travel, 1.2 per cent; and miscellaneous items, 
21.9 per cent. Inward remittances totaled $17.7 million, 
the principal sources being foreign currency deposits 
made by government organizations and foreigners (45.9 
per cent) and government receipts (28.8 per cent). 

Of the outward remittances, 63.4 per cent. were in 
U.S. dollars, 18.0 per cent in open-account U.S. dollars 
with Japan, 9.9 per cent in Hong Kong dollars, 8.1 per 
cent in sterling, and very small amounts in Malayan 
dollars, French francs, and deutsche mark. Of the total 
receipts, nearly 90 per cent were in U.S. dollars. 
Source: Bank of Taiwan, Report on Foreign Exchange 

Business, Taipei, Taiwan, December 1957. 


Korean Export Plan for 1958 


According to plans under study at the Ministry of 
Commerce and Industry, Korea’s exports in 1958 are 
expected to reach $52 million, which would be more 
than twice the value of 1957 exports. Exports in 1957, 
at $22.2 million, were nearly 4 per cent less than in 
1956, reflecting a fall in the value of tungsten exports, 
from $9 to $3.6 million. In the 1958 export plan, 





INTERNATIONAL FINANCIAL News Survey, February 28, 1958 


emphasis is placed on increasing exports of tungsten 
ores to $7 million. Under a contract signed recently by 
the Korean Tungsten Company in Seoul and the Con- 
tinental Ore Corporation in New York, the latter con- 
cern is to have exclusive rights for purchasing Korean 
tungsten and distributing it in all the countries, except 
Japan, of the free world. The 1958 exports of textiles, 
consisting mostly of cotton sheeting, would amount to 
$6.82 million; sales of gold, to $2.9 million; and sales 
of such miscellaneous products as ceramics, rubber and 
duck shoes, waste hemp, zinc ores, apples, and fish 
products, to $100,000 for each category. 

Sources: The Korean Republic, Seoul, Korea, Janu- 

ary 24 and February 4 and 7, 1958. 


United States 


U.S. gross national product rose by 5 per cent in 
1957, to the record figure of $434 billion. The rise 
was due largely to higher prices, however; the real in- 
crease was only about | per cent. Personal consump- 
tion and government purchases accounted for most of 
the 1957 increase in national output. In the last three 
months of the year, gross expenditure fell at a seasonally 
adjusted annual rate of $7.4 billion; three fourths of this 
decrease represented a shift from inventory accumula- 
tion to liquidation. Personal consumption expendi- 
tures and net foreign investment also fell in the final 
quarter of the year, while government expenditures 
rose somewhat. 

Source: The Wall Street Journal, New York, N. Y., 
February 24, 1958. 


Latin America 


Peruvian Exchange Policy 


By the third week of February, the certificate rate 
for the Peruvian sol had moved to $/, 21.85 per U.S. 
dollar. The average buying/selling rate on the free 
draft market advanced to S/. 22.00. At the end of 
January, the Central Bank’s gold and foreign exchange 
holdings, which had amounted to US$10.6 million at 
the beginning of the month, had fallen to US$4.9 
million: 

It is the intention of the Peruvian Government that 
the banks should restrict their credits for luxury im- 
ports; guarantee loans for these articles are to be 
prohibited. Banks have, however, been instructed to 
grant up to 100 per cent credit facilities for imports 
of primary foods and medicines, and the Government 
has taken steps to keep prices of imported basic foods 
(flour, rice, and meat) at their present levels. 

Source: Banco Continental, News Letter, Lima, Peru, 
February 21, 1958. 


Chilean Exchange Rate 
The Central Bank of Chile changed its U.S. dollar 
exchange rate from 690 pesos to 720 pesos on Jan- 
uary 6. A week later the dollar was quoted at 810 pesos 
in the exchange market in Santiago. 
Source: Handelsbank in Ziirich, Devisen-Bulletin, 
Ziirich, Switzerland, January 1958. 


Price and Wage Adjustments in Chile 


Price increases that became effective in Chile at the 
beginning of 1958 included railway fares (30 per cent), 
wheat, flour, and bread (32 or 40 per cent), edible 
oils (35 per cent), and electricity, gas, and telephone 
charges (50 to 80 per cent). Other price increases are 
in prospect. As part of its anti-inflationary program, 
the Government has again limited the wage adjust- 
ments which will be permitted in either the private or 
the public sector of the economy. A proposal submitted 
to Parliament provides for an increase of 20 per cent 
in the wages of state employees and for increases equal 
to 80 per cent of the increase in the cost of living in 
1957 (which amounted to 17.8 per cent) in wages 
of employees in private industry. Parliament has de- 
manded a reconsideration of the cost of living index, 
which is believed to understate the actual movement 
of prices. Increased wage payments to state employees 
are expected to amount to 40 billion pesos, and it is 
intended to cover this additional expenditure by higher 
taxes, including an increased turnover tax. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 30, 1958, 


Uruguay's Trade Restrictions 


Despite the gradual restoration of Uruguay’s wool 
exports, the foreign exchange situation has been suffi- 
ciently tight to require the maintenance of the import 
restrictions imposed in November. “Nonessential” im- 
ports listed in Categories 2 and 3 were completely 
barred until the end of January, and “essential” imports 
were limited to countries with which Uruguay has 
bilateral trade agreements. This means closer trade 
connections with Yugoslavia and other Eastern Euro- 
pean countries, while trade with Uruguay’s most im- 
portant traditional suppliers—the United States, the 
United Kingdom, and the Federal Republic of Germany 
—is severely limited. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
January 15, 1958. 


Other Countries 
Australian Monetary Situation 


The volume of money at the disposal of the Aus- 
tralian public—notes and coins in the hands of the 
public and deposits of the public with savings and 
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check-paying banks—increased by 6.6 per cent between 
June 1956 and June 1957, compared with an increase 
of less than 1 per cent during the preceding year. In 
the six months ended December 1957, the money 
supply again increased substantially, although the per- 
centage increase is estimated to have been somewhat 
smaller than the increase of 5.2 per cent between June 
and December 1956. The outflow from the Common- 
wealth Government accounts during the six months 
ended December 1957 was £A 115.3 million, about 
the same as in the corresponding period of the previous 
year, and the increase in international reserves was less 
than in the earlier period. On the other hand, out- 
standing loans of the trading banks increased. 


Consolidated Revenue Fund receipts in the July- 
December 1957 period totaled £A 466.4 million, and 
expenditure was £A 561.9 million. The trend is similar 
to that of the preceding financial year; in the first half 
of that year expenditure exceeded revenue by £A 89.9 
million. A lag in revenue collections is usual in the 
first six months of the year, but on the whole, revenue 
has been running in line with the estimates; however, 
expenditure for the entire year may prove to be a little 
higher than was expected when the budget was intro- 
duced. At this time of the year, the position in respect 
of income tax is necessarily uncertain, and it is too 
early to say whether the increase in income tax receipts 
will be sufficient to enable the budget estimate to be 
achieved. In May 1957, the Loan Council approved a 
borrowing program of £A 200 million for state works 
and housing; the Commonwealth offered, subject to a 
review early in 1958, to make monthly advances to the 
States at an annual rate of £A 200 million against 
this borrowing program. During the first half of the 
financial year, advances to the States were £A 93.1 mil- 
lion, and £A 2.5 million was advanced for war service 
land settlement. Toward meeting these requirements, a 
total of £A 64.5 million became available from public 
loans in Australia up to the end of December; with net 
proceeds of £A 5.5 million from loans from the Inter- 
national Bank for Reconstruction and Development, 
loan receipts in the half-year period were £A 70 million. 
During August and November 1957, two conversion 
operations were carried out in respect of securities 
maturing in Australia during the first six months of the 
financial year. Of a total of £A 225.8 million of matur- 
ing securities, £A 198.3 million were converted and 
£A 27.4 million were redeemed from the National Debt 
Sinking Fund. The balance in the Sinking Fund declined 
by £A 1.7 million during the first half of the financial 
year, and, after allowance for some increase in the other 
Trust balances, the aggregate balance in the Common- 
wealth Trust Fund rose by £A 5.8 million. 


The deficiency of £A 95.5 million in the Consolidated 
Revenue Fund together with the deficiency of £A 19.8 


million outside that Fund resulted in an over-all cash 
deficiency of £A 115.3 million in the first half of the 
financial year; this was financed by a reduction of 
£A 14.3 million in government bank balances and a net 
increase of £A 101 million in the treasury bill issue. 
At the end of 1957, the major trading banks held 
liquid assets and Commonwealth Government securities 
equivalent to 21.9 per cent of their total deposits, com- 
pared with 21.5 per cent in December 1956. The 
increase in absolute terms amounted to £A 32.1 million, 
comprising a decrease of £A 16.2 million in cash and 
treasury bills and an increase of £A 48.3 million in 
other Commonwealth Government securities. Between 
June and December 1957, there was no change in the 
total amount held by the major trading banks in special 
accounts with the Commonwealth Bank. In December, 
the sum of the balances in these accounts was equivalent 
to 20.6 per cent of total deposits. The outstanding loans 
of the major trading banks, which had fallen by £A 8.1 
million in the three months ended September 1957, rose 
by £A 10.2 million in the following three months, and 
at the end of the year they were £A 870.9 million, which 
was £A 1.2 million more than a year earlier. Early in 
December, the Commonwealth Bank announced that 
the trading banks had been advised that, particularly 
in view of the need to meet the reasonable requirements 
of customers arising from adverse seasonal conditions 
and the need to maintain balanced growth and stability 
in the economy, it was considered appropriate to con- 
tinue a rate of lending which would result in some 
increase in advances during the current financial year. 
The Bank’s statement mentioned that it was still central 
bank policy that bank advances should not be made 
available for the extension of hire purchase and install- 
ment selling. Apart from this, however, accepted bank- 
ing principles would guide the allocation of advances 
by the banks. 
Source: Commonwealth Treasury, Treasury Informa- 
tion Bulletin, No. 9, January 1958, Canberra, 
Australia. 
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